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Arizona Corporation Commission 
February 13,2009 ETED 

FEB 17 2009 
Docket Control 
Arizona Corporation Commissiod nu i 
1200 West Washington Street 
Phoenix, Arizona 85007 

A D M m  TO PRACTICE IN 
ARIZONA COLORADO, MONTANA, 

?\‘WAD4 TEXAS, WYOMING, 
DISTRICT OF COLOMBIA 

W-03418A-09-0065 

Re: Sahuarita Water Company, L.L.C. 
Docket No. W-03718A-09- 

To Whom It May Concern: 

Enclosed for filing on behalf of Sahuarita Water Company, L.L.C. are the original and 
thirteen (13) copies of an Application for an Opinion and Order authorizing it to incur certain 
short-term indebtedness (“Application”). 

Also enclosed are two (2) additional copies of the Application. I would appreciate it if 
you would “filed” stamp the same and return them to me in the enclosed stamped and addressed 
envelope. Thank you for your assistance. Please advise me if you have any questions. 

Angel; R. Trujillo 0 
Secretary 
Lawrence V. Robertson, Jr. 

cc: Mark Seamans, President 
Sahuarita Water Company 
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BEFORE THE ARIZONA CORPORATION COMMISSION 

COMMISSIONERS 

KRISTIN K. MAYES, Chairman 
GARY PIERCE 
PAUL NEWMAN 
SANDRA D. KENNEDY 
BOB STUMP 

IN THE MATTER OF THE APPLICATION OF ) 
SAHUARITA WATER COMPANY, LLC FOR ) DOCKET NO. W-03718A-09- 
AUTHORITY TO INCUR SHORT-TERM ) 
INDEBTEDNESS TO FINANCE WATER ) APPLICATION 
SYSTEM IMPROVEMENTS ) 

Pursuant to A.A.C. R14-3-106 (F) and A.R.S. 40-301 et seq., Sahuarita Water Company, 

LLC (“SWC”), by and through its undersigned counsel, hereby makes Application for an 

Opinion and Order authorizing it to incur certain short-term indebtedness for the purpose of 

financing water system improvements. In support of its Application, SWC submits the following 

information. 

I. 

DESCRIPTION OF APPLICANT 

SWC is an Arizona public service corporation subject to regulation by the Arizona 

Corporation Commission (“Commission”) as a water utility. S WC has received certificates of 

convenience and necessity authorizing it to provide potable water service to the public within a 

certificated service area in the vicinity of Sahuarita, Arizona. At present, SWC provides such 

service to approximately 4,622 customer connections. These customer connections consist of 

4,458 residential, 17 commercial and 147 irrigation and construction. 
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11. 

CIRCUMSTANCES OCCASIONING APPLICATION 

By way of background, water withdrawn from SWC’s production wells was tested in 

2004 under the MAP program and determined to be in compliance with the United States 

Environmental Protection Agency’s (“EPA”) arsenic concentration standard of 50 PPB then in 

effect. However, the measured concentration levels were in excess of the 10 PPB standard 

which was scheduled to become effective in January 2006. Accordingly, SWC drilled an 

additional well in 2006 with the intent of blending the production from that well with its two (2) 

pre-existing production wells. But, the production fiom the third well was also in excess of 10 

PPB, and SWC thus determined that blending the output from that well was not an available 

arsenic remediation measure. 

In 2007, SWC’s two (2) existing production wells were again tested under the MAP 

program and determined to be in compliance with the 10 PPB standard that went into effect in 

2006. However, one (1) of the wells was barely in compliance, because it tested at 9.9 PPB. In 

addition, during 2007 S WC initiated a well exploratory program, which was designed to enhance 

SWC’s water production capability and quality. The program results become available in 2008, 

and disappointingly indicated that water produced fiom each of five (5) wells that had been 

drilled would require arsenic treatment. 

Under the Arizona Department of Environmental Quality (“ADEQ”) and Safe Drinking 

Water Act (“SDWA”) sampling cycles, 2010 will be the next arsenic concentration sample test 

year for SWC.2 Given the aforesaid background with respect to its existing production wells and 

the presence of arsenic within its anticipated future sources of water supply, SWC has concluded 

that it would be prudent for the company to implement a proactive arsenic treatment program at 

this time, in order to insure that SWC is in compliance with the SDWA and the EPA’s arsenic 

concentration regulations at all times, including the forthcoming 2010 sample test year. In this 

The third well was not completed as a production well. 
* By reason of system customer growth since 2007, SWC has outgrown the MAP program, and will conduct its own 
arsenic concentration test(s) in 2010. 
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manner, SWC can be in a position to assure the ongoing delivery of drinking water to its 

customers in compliance with applicable statutes and regulations. 

Accordingly, SWC has contracted to construct a 2,000 gallon per minute (gpm) 

centralized arsenic treatment facility during 2009, which would be connected to SWC’s 

production wells by approximately 2.5 miles of collector transmission mains. In that regard, 

attached hereto as Appendix “A” and incorporated herein by this reference is an itemization of 

the aforesaid capital improvements, and the currently anticipated associated cost(s). As may be 

noted therefiom, the centralized arsenic treatment facility is estimated to cost $2,686,523,3 and 

the aforesaid collector transmission mains are estimated to cost $2,008,000, for a total capital 

expenditure of $4,694,523, inclusive of contingency allowances. 

111. 

PROPOSED FINANCING ARRANGEMENT 

As noted in Section I1 above, SWC intends to have the aforesaid centralized arsenic 

treatment facility in service by the end of 2009. In order to facilitate this construction schedule, 

SWC intends to borrow funds from its investors on a short-term basis: with the understanding 

and intent that such short-term borrowings would be replaced with finds obtained through a 

long-term loan arrangement with the Water Infrastructure Financing Authority (“WIFA”) and/or 

a commercial back. In that regard, on January 27, 2009, SWC submitted a Project Financial 

Assistance Priority List Application to WIFA, in order to commence to WIFA loan application 

process. A copy of that application is attached hereto as Appendix “B,” and is incorporated 

herein by this reference. In addition, representatives of SWC have met with representatives of 

Wells Fargo Bank and Compass Bank to explore a possible commercial bank lending 

arrangement. 

SWC’s construction schedule contemplates a substantial expenditure of funds in the 

initial stages of construction; and, it is conceivable that the amount required to be borrowed and 

This estimate includes the cost of the facilities necessary to transport water from the centralized arsenic treatment 

As used herein, “short-term” means a loan period of duration of less, than twelve (12) months. 
facility to SWC’s storage reservoirs. 
4 
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disbursed for such purpose could exceed 7% of SWC’s total capitalization before SWC is able to 

obtain long-term financing authorization for the water system improvements here in question. 

As the Commission is aware, A.R.S. 0 40-302(D) provides that short-term borrowings in excess 

of 7% of a public service corporation’s total capitalization require prior Commission 

auth~rization.~ 

Accordingly, SWC is requesting through this Application that the Commission (i) issue 

an appropriate procedural order promptly setting this matter for hearing, if a hearing is found to 

be necessary, and thereafter (ii) issue an Opinion and Order authorizing SWC to borrow UJ 

$4,694,523 for the aforesaid purposes on a short-term basis at ten percent (1 0%) per annum. As 

previously noted, such short-term loan(s) from S WC’s investors would ultimately be replaced 

with a long-term loan arrangement with WIFA and/or a commercial bark6 In that regard, SWC 

intends to file a separate application with the Commission requesting long-term financing 

authorization for the aforesaid purpose. 

IV. 

PROPOSED FINANCING CONSISTENT WITH A.R.S. 40-301 ET SEQ. 

SWC believes that the proposed financing is (i) within the corporate powers of SWC, (ii) 

compatible with the public interest, (iii) compatible with sound financial practices, (iv) 

compatible with the proper performance by SWC of service as a public service corporation and 

(v) will not impair its ability to perform that service. 

V. 

CONCLUSION 

WHEREFORE, SWC hereby requests that the Commission set the instant Application for 

hearing at the earliest practicable date, if a hearing is found to be necessary, and thereafter issue 

an Opinion and Order authorizing SWC to incur short-term indebtedness in the amount of UJ 

In that regard, attached hereto as Appendices “C” and “D,” and incorporated herein by this reference are copies of 
(i) a final Balance Sheet and Income Statement for the twelve (12) months ended December 31, 2007, and (ii) a 
near-final Balance Sheet and Income Statement for the twelve (12) ended December 3 1,2008 for SWC. 

Neither SWC nor any of its predecessors-in-interest has previously requested any form(s) of financing 
authorization from the Commission; and, SWC does not have any outstanding debt at present. 
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$4,694,523 at ten percent (1 0%) per annum in order to finance the design and construction of the 

aforesaid water system improvements. 

Dated this 13fh day of February 2009. 

Original and thirteen (1 ) copies of 
the above Application were mailed 
this 13' day of February 2009 to: 

Docket Control 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, Arizona 85007 

A copy of the above Application 
was mailed/emailed this same date to: 

Ernest Johnson, Director 
Utilities Division - ACC 
1200 West Washington Street 
Phoenix, Arizona 85007 

Steve Olea, Assistant Director 
Utilities Division - ACC 
1200 West Washington Street 
Phoenix, Arizona 85007 

Lawrence V. Robertson, Jr. 
P. 0. Box 1448 
Tubac, Arizona 85646 
Attorney for Sahuarita Water Company, LLC 

Janice Alward, Chief Counsel 
Legal Division - ACC 
1200 West Washington Street 
Phoenix, Arizona 85007 

Mark J. Seamans, President 
Sahuarita Water Company, LLC 
P.O. Box 1520 
Sahuarita, Arizona 85629 

C.\Documents and Settings\Angela TNjillo\Larry\Sahuarita Water Co LLCWinancing\Application cln 5 FINAL.doc 
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SAHUARITA WATER CO, LLC 

ARSENIC TREATMENT PROJECT 

SUMMARY OF COSTS 

Proiect Estimate Continaency Total Costs 

Arsenic Treatment Plant $ 2,567,596 $ 118,927 $ 2,686,523 

Well 18 Transmission Main $ 1,018,000 $ 204,000 $ 1,222,000 

Well 14 Transmission Main $ 655,000 $ 131,000 $ 786,000 

TOTAL $ 4,240,596 $ 453,927 $ 4,694,523 



SAHUARITA WATER COMPANY, LLC 

COSTS FOR ARSENIC TREATMENT PLANT 

DescriDtion 

Arsenic 
Treatment Plant 

Furnish all labor, materials and equipment necessary to install 

complete. 
Furnish all labor, materials and equipment to provide a 12' wide lime 
treated A B access road per plans and specifications complete. 
Furnish all labor, materials and equipment to install chain link fence with 
16' access gate, track and appurtenances per plans and specifications 
complete. 

Furnish all labor, materials and equipment to install block wall, including 

appurtenances per plans and specifications complete. 

Furnish all labor, materials and equipment to install electrical and 
instrumentation equipment per plans and specifications complete. 
Furnish all labor, materials and equipment to install control panel 

programming per plans and specifications complete. 
Furnish all labor, materials and equipment to install fiber optics lines, 
pull boxes, connections and appurtenances per plans and specifications $ 
complete. 
Furnish all labor, materials and equipment to install 24" V905 DR 18 
PVC pipeline including all valves, fittings and connections per plans and $ 
specifications complete. 
Furnish all labor, materials and equipment to install 1 6  DIP main 
including tank connections, recoating valves, existing storage tanks, 
and fitting per plans and specifications complete. 

Furnish all labor, materials and equipment to complete site pad, final 
grading and 2 of 3/4" gravel per plans and specifications complete. 

chlorinator, including all connections per plans and specifications $ 

$ 

$ 

connection to existing block wall, sleeve for future pipeline, and all $ 

$ 

including coordination with Malcolm Pirnie to perform telemetry $ 

$ 

8 

Bond 
Taxes 
Bid Total 

36,311 

19,500 

4,698 

70,508 

40,000 

10,000 

11,445 

120,900 

106,435 

18,216 

438,013 
6,973 

$ 28,756 
$ 473,742 

Furnish all labor, materials and equipment necessary to install level 
electrode assemblies on reservoirs including new tank connections per 
plans and specifications complete. $ 4,350 
Install alternative drainage channel section indicated in detail 1, sheet 
17 per plans and specifications complete. $ 28,800 

Furnish all labor, materials and equipment necessary to install shade 
structure for chlorinator per plans and specifications complete. 

Furnish all labor, materials and equipment necessary to hot tap tank 
connections and recoat rank using a certified diver per plans and 
specifications complete. $ 3,950 
Furnish all labor, materials and equipment necessary to have certified 
diver inspect tanks and provide written inspection reports per plans and 
specifications complete. $ 5,880 
Furnish all labor, materiais and equipment necessary to re-coat the 
interior of the eisting 1 .O MG 2850-Zone reservoir including surface 
preparation, tank draining, and disinfection per plans and specifications 
complete. $ 118,886 

$ 168,296 
Bond $ 1,670 
Taxes $ 11,049 
Addendum Total $ 181,015 

$ 6,430 

Total Bid plus Alternates $ 654,757 



SAHUARITA WATER COMPANY, LLC 

COSTS FOR ARSENIC TREATMENT PLANT 

Arsenic 
DescriDtion Treatment Plant 

Layne Christensen $ 1,400,000 
Bond $ 14,000 
Taxes $ 91,910 
Layne Christensen Total $ 1,505,910 

Layne Christensen 

Miscellaneous 
Paul Jacobson $ 10,000 
Westland Inspections (Total $29,250) $ 19,013 

Arsenic Treatement Ph 1-Westland OPCC 102208 (attached) $ 397,500 
Trice $ 30,000 
Fiber Optics - design/program $ 16,667 
Miscellaneous Total $ 473,179 

Sub-Total (Bid, Alternates, Layne and Misc) $ 2,633,846 

Contingency $ 52,677 
Total Budget $ 2,686,523 
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Sahuarita Water Company 
Balance Sheet 

December 31,2008 

Acct. No. 

13 1 
146 
151 
162 

301 
302 
303 
304 
307 
3 10 
311 
320 
330 
33 1 
333 
334 
335 
336 

’ 339 
340 
341 
343 
344 
345 
346 
347 
348 
105 
108 
121 
122 

23 1 
235 
236 
237 
24 1 

252 
27 1 
272 

ASSETS 
Current and Accrued Assets 
Cash 
NotesReceivables from Associated Companies 
Plant Materials and Supplies 
Prepayments 
Total Current and Accrued Assets 

Fixed Assets 
Organization 
Franchises 
Land and Land Rights 
Structures and Improvements 
Wells and Springs 
Power Generation Equipment 
Pumping Equipment 
Water Treatment Equipment 
Distribution Reservoirs and Standpipes 
Transmission and Distribution Mains 
Services 
Meters and Meter Installations 
Hydrants 
Backflow Prevention Devices 
Other Plant and Misc. Equipment 
Office Furniture and Equipment 
Transportation Equipment 
Toos, Shop and Garage Equipment 
Laboratory Equipment 
Power Operated Equipment 
Communication Equipment 
Miscellaneous Equipment 
Other Tangible Plant 
Construction Work in Progress 
Accumulated Depreciation - Utility Plant 
Non-Utility Property 
Accumulated Depreciation - Non Utility 
Total Fixed Assets 

TOTAL ASSETS 

Current Liabilities 
Accounts Payable 
Customer Deposits 
Accrued Taxes 
Accrued Interest 
Misc Current and Accrued Liabilities 
Total Current Liabilities 

DEFERRED CREDITS 
Advances in Aid of Construction 
Contributions in Aid of Construction 
Less: Amortization of Contributions 
Total Deferred Credits 

LIABILITIES 

TOTAL LIABILITIES 
CAPITAL 

2 18 Proprietary Capital 
Total Capital 

Balance Sheet 
1213 1 lo7 

$ 5,810,349 

$ 822 
$ 4,430 
s 5.81 5.601 

$ 7,541 
$ 203,211 
$ 13,636 
$ 120,514 
$ 800,396 
$ 155,594 
$ 42,065 
$ 12,854 
$ 1,811,998 
$ 10,141,143 
$ 2,081,553 
$ 1,202,041 
$ 672,037 
$ 816 
$ 152,130 
$ 198,350 
$ 146,129 
$ 10,966 
$ 132 
$ 
$ 8,636 
$ 695 
$ 
$ 1,305,549 
$ (1,328,263) 
$ 
$ 
$ 17,759,723 

$ 23,575,324 

$ 36,942 
$ 48,925 
$ 16,749 
$ 

Near Final 
Balance Sheet 

1 213 1 I08 

$ 5,591,809 
$ 7,850 
$ 103,909 
$ 2,658 
$ 5,706,225 

$ 7,541 
$ 203,211 
$ 13,636 
$ 171,671 
$ 800,396 
$ 334,119 
$ 43,912 
$ 13,830 
$ 1,811,998 
$ 10,159,974 
$ 2,081,553 
$ 1,222,335 
$ 672,037 
$ 816 
$ 250,748 
$ 283,991 
$ 146,129 
$ 13,856 
$ 132 
$ 
$ 8,497 
$ 695 
$ 872,193 
$ 1,602,002 
$ (1,908,783) 
$ 82,257 
s 12.3441 

,-7- - -, 
$ 18,886,401 

$ 24,592,627 

$ 23,613 
$ 96,204 
$ 14,582 
$ 2,257 

$ 73,408 $ 137,086 
$ 176,024 $ 273,743 

$ 9,502,775 
$ 2,402,899 

$ 9,334,999 
$ 2,436,452 

$ (165,307) $ (239,309) 
$ 11,740,367 $ 11,532,143 

$ 11.916.391 $ 11,805,886 

$ 11,658,933 $ 12,786,741 
$ 11,658,933 $ 12,786,741 

TOTAL LIABILITIES AND CAPITAL $ 23,575,324 $ 24,592,627 
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Sahuarita Water Co., LLC 
Comparative Statement of Income and Expense 

Near Final 
Acct. No. 1/1/07- 1213 1/07 1/1/08 - 12/31/08 

46 1 
460 
474 

60 1 
610 
615 
618 
620 
62 1 
630 
635 
64 1 
650 
657 
659 
666 
675 
403 
408 

408.1 1 
409 

414 
419 
42 1 
426 
427 

Utility Revenues 
Metered Water Revenue 
Other Water Revenue 
Total Utility Revenues 

Utility Expenses 
Salaries and Wages 
Purchased Water 
Purchased Power 
Chemicals 
Repairs and Maintenance 
Ofice Supplies and Expense 
Outside Services 
Water Testing 
Rents 
Transportation Expense 
Insurance - General Liability 
Insurance - Health and Life 
Regulatory Commission Expense 
Miscellaneous Expense 
Depreciation Expense 
Taxes Other Than Income 
Property Taxes 
Income Tax 
Total Utility Expenses 

Total Utility Operating Income 

$ 1,849,699 

Rate Case 

74,260 
131,471 

5,856 
54,608 

745,564 
5,750 

19,209 
17,682 
64,772 

12,044 
341,881 

56,022 

Net Profit (Loss) 

$ 136,864 
$ 1.986.563 

Other Income 
Gain (loss) from Disposition of Utility Property 
Interest and Dividend Income 
Non-Utility Income 
Miscellaneous Non-Utility Expenses 
Interest Expense 
Total Other Income (Expense) 

$ 1,529,119 

$ 457,444 

$ (2,195 
$ 77,753 
$ 
$ 
$ (43,990) 
$ 3 1,568 

$ 489,012 

$ . 2,030,502 
$ 157,242 
$ 2,187,744 

$ 1 18,875 
$ 141,901 
$ 11,535 
$ 72,9 16 
$ 28,129 
$ 729,727 
$ 8,750 
$ 13,195 
$ 22,358 
$ 21,111 
$ 
$ 
$ 14,834 
$ 506,5 19 

$ 80,828 

$ 1,770,677 

$ 417,066 

$ 
$ 118,198 
$ 9,544 
$ (4,666) 
$ (3,904) 
$ 119,172 

$ 536,239 


